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ED STATEMENT OF CHANGES 


Six months ended 
September 30 


1983 1982 
$ 142,544 $ 79,884 
6,716 5,828 
8,984 10,656 
239 ( 26) 
369 893 
16,308 17,351 
1,355 70,530 
2,020 2,307 
19,683 90,188 
5,323 16,845 
5,400 5,969 
215 217 
1,569 2,091 
319 ( 2) 
12,826 25,120 
6,857 65,068 
$ 149,401 $ 144,952 


PRINTED IN CANADA 


WESTBURNE 
INTERNATIONAL 
INDUSTRIES 
LTD. 


Second Quarter 
September 30, 1983 


Dee 9,985 


TO OUR SHAREHOLDERS: 


Westburne’s revenues and earnings improved 
during the second quarter ended September 30, 
1983. Revenues for the quarter increased to 
$301.1 million from $268.6 million in the same 
quarter last year. Earnings before income taxes 
and minority interest were $7.4 million compared 
with $2.1 million. Second quarter earnings after 
income taxes and minority interest were $3.6 
million compared with $2.1 million. Earnings per 
common share were $0.35 compared with $0.20 


an increase of 75 per cent. 


For the six month period ended September 
30, 1983 sales and operating revenues were 
$573.8 million compared with $547.7 million in 
the same period in 1982. Net earnings were $5.9 
million compared with $5.4 million and earnings 
per common share were $0.57 compared with 
$0.52 last year. Cash flow for the six month 
period was $16.3 million compared with $17.4 


million in the same period last year. 


Our performance in the second quarter of 
fiscal 1984 augers well for the balance of the year 
and fiscal 1984 results should show an im- 
provement over fiscal 1983. The construction 
equipment and supplies and oil and gas divisions 
foresee stronger operations during the balance of 


the year. 


On behalf of the Board of Directors 


J.A. SCRYMGEOUR 


November 7, 1983 Chairman of the Board 


Three months ended 
September 30 


1983 1982 
$ 301,124 $ 268,654 
866 1,621 
301,990 270,275 
247,366 218,403 
4,292 4,934 
36,322 35,455 
6,605 9,416 
294,585 268,208 
294,585 268,208 
7,405 2,067 
3,183 (129) 
191 ( 58) 
3,374 (187) 
4,031 2,254 
444 178 
$ 3,587 § 2,076 
$ 0.35 § 0.20 
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CONSOLIDATED STAT) 
(Thousands of Canadian Doli 


REVENUE: 
Sales and operating revenue.... 
Other income! ===.) 


COSTS AND EXPENSES: 
Cost of sales and services ...... 
Depreciation and depletion ..... 
Selling, general and administrati 
Interest expense)... seen 


Provision for loss on termination 
of drilling contract in Algeria . 


EARNINGS BEFORE INCOME 
AND MINORITY INTEREST. 


INCOME TAXES 


EARNINGS BEFORE 
MINORITY INTEREST..-... 


MINORITY INTEREST eee - 
NET EARNINGS APPLICABLE 
COMMON SHARES | -. eee. 
EARNINGS PER 
COMMON SHARE .. . iam - 


The Company's fiscal year ends March 31. The consolidated earnings for t 


The above figures are subject to 


URN EE: 


INT OF EARNINGS 
- except per share data) 


Six months ended 
September 30 


Twelve months ended 
September 30 


re 


1983 


Puc OTS 814 
1,830 


575,644 


471,336 
8,984 
70,957 
13,015 


564,292 


564,292 
11,352 
4,397 
239 


4,636 


6,716 
788 


$ 5,928 


1982 1983 1982 
$ 547,736 $ 1,103,739 $ 1,188,204 
4,542 1,915 9,365 
552,278 1,105,654 1,197,569 
443 630 900,583 956,880 
10,656 20,977 25,978 
72,801 147,495 149,623 
18,762 27,696 40,531 
545,849 1,096,751 ‘1,173,012 
a = 14,683 
545,849 1,096,751 1,187,695 
6,429 8,903 9,874 
627 2,613 8,927 
( 26) (3,995) (1,246) 
601 (1,382) 7,681 
5,828 10,285 2,193 
416 1,058 934 
$ 5,412 $ 9,227 1,259 
$ O54 $ 0.88 0.12 


ve months to September 30 appear for information purposes only. 


d adjustment and audit. 


BUSINESS SEGMENTS 
(Thousands of Canadian Dollars) 


Six months ended 
September 30 


1983 1982 
REVENUE CONTRIBUTION 
Petroleum industry servies 
and supplies 
Contract drilling 
Giarlaclape cet coer perro $ 8,630 = §$ 9,720 
WinitedES (atest enone er 3,303 11,923 
Internanonalleee nie ae eee 12,680 25,463 
@ilhieldisup pliestaa erase 27,381 23,142 
Wholesale distribution of 
plumbing, heating and 
electrical supplies 
(Ganadatrprres rire cease as 436,211 402,896 
WinitedeStatest es ate aera 74,078 65,749 
Oil and gas production 
Ganda hep Rae 9,754 8,541 
inntecl Statesuy emcee ee PT Ths: 2,622 
IMtEESe SMe Mt teMaSeerar edie tele (le OOns) (2-320) 
h OY Roc) Cc SN OL: SW 1) 


EARNINGS CONTRIBUTION (pre income tax) 
Petroleum industry services 

and supplies 

Contract drilling 


Ganada meoramri aie: «+ $ ( 1,924) $ ( 228) 
lWmiitedics tates mei Aenea cess ( 2,328) ( 523) 
Internationallacrec reece = ( 95) 4,506 
@ilfield’suppliess eas: see eior ( 250) ( 16) 


Wholesale distribution of 
plumbing, heating and 
electrical supplies 


Canada nee cite. cet eren cathe 15,898 5,402 

Waited States ie ype 0a ( 1,443) (Pe) 
Oil and gas production 

@anada', a Aqes eee seek 2,817 1,167 

mtd States menswear ties eer ( 856) ( 678) 

Internationally ascents ( 355) ( 332) 
Intersevmenttemisin an .eobe on ae ( 112) ( 84) 


Pee L352) 3S 63429 


(1) Losses in international operations consist solely of amortization of 


unproductive properties. 


CONDENSED CONSOLIDATED BALANCE SHEET 


as at September 30 


(Thousands of Canadian Dollars — except per share data) 


ASSETS 


CURRENT: 


Gashvand short: termiidepositsi ae emrnin rere tel er 
Accounts: receivable: sso. eteac cucode ees aioe te ee 
TAVENCOLIES 7 eigen oes hich ok eT i ee aE ee ee 


Dic) eee ER aN Sere ere eo UOMO UR RAE Att ten mel A. 


FIXED ASSETS net of depreciation and depletion ......... 
OTHER VASSEDS n253.- piece ont ene aa seers 


LIABILITIES 
CURRENT: 


Bank: loansyc4ys ana bpekoe eee | een eee eee 
Accounts: payable s0.8 a yma s a. eens besa 
Long term debt due within one! yeayu cetera 


LONG TERM DEBT less due within one year ............ 
OTHER: LIABILITIES s82 sj eeecen er eee rier ore tras 


SHAREHOLDERS’ EQUITY 


GOMMON 2 csin¥s cereus paate RoI STAG pee RUM ree tere ls, os 


NUMBER OF COMMON SHARES OUTSTANDING (1). 
BOUITYSPER COMMON SHARE (D)maenmeriee seo nich 


(1) After excluding 1,237,960 shares owned by subsidiaries. 


WAJ¥ ES IE UE NE: 


The above figures are subject to year end adjustment and audit. 


1983 1982 
$ 10,726 $ 13,227 
201,850 189,789 
175,221 158,511 
750 4,274 
9,421 12,845 
397,968 378,646 
221,949 232,916 
17,294 15,193 
$ 637,211 $ 626,755 
$ 109,439 $ 116,971 
133,215 110,618 
5,913 6,105 
248,567 233,694 
131,270 137,219 
20,568 24,502 
400,405 395,415 
236,806 231,340 
$ 637,211 $ 626,755 
10,457,218 10,457,218 
$ 22.64 $22.12 
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IN 
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WORKING CAPITAL, April 1 


SOURCE: 


Net earnings before minority i 
Depreciation and depletion ... 
Deferred income taxes ....... 
Prepaid contract costs and sun 

Funds from operations..... | 


Increase in long term debt. . ,. 


Sale of fixed assets and investr 


APPLICATION: 
Purchase of fixed assets and in 
Decrease in long term debt... 
Minority interest... >... 
Dividends on common shares . 
Precontract costs and sundry. . 


INCREASE (DECREASE) durit 
WORKING CAPITAL, Septem 
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Westburne International 
Industries Ltd. 


Building a Firm Foundation 
for Future Growth 


Address by Lucien Cornez, Vice-Chairman 
of Westburne 


Canadian Oil & Gas Symposium 
Calgary, November 1 & 2, 1983 


' ip Sponsored by the American Stock Exchange 
lawson graphics western 


It is an honour, a pleasure and a challenge to be here 
today. An honour because of the quality of the audience. 
We have made many presentations in Canada, the United 
States and Europe and it is our belief that the Amex 
Symposium gathers the most knowledgeable audience in 
the world. 


A pleasure because we meet again with friends who 
have never hesitated to help us through their constructive 
attitude towards us. 


A challenge, finally, because the last two years were 
difficult ones and in order to show you an attractive picture 
one has to dig below a less attractive surface. 


3: Westburne International Industries Ltd. 
Per Share 


$125 


100 


ey 1979 1980: 1981 1982 1983 
ommm Gross Revenue 

== Cash Flow 

come Net Earnings 


Our sales in fiscal 1983 were not quite $1.1 billion (or 
$103.00 per share) down from their all time high of almost 
$1.3 billion (or $123.60 per share) the year before. 


Earnings didn’t fare nearly as well. They were $8.7 
million ($0.83 per share) a far cry from their 1981 high of 
$33 million ($3.39 per share). That’s what | mean about 
the surface not looking very attractive. In the past, our 
diversification was broad enough so that any weakness in 
one of our divisions was more than made up for by 
strength in others. But, in the last two years, the recession 
and downturn in oil exploration was such a nasty combina- 
tion that we had to be content to be among the relatively 
few companies in our field that remained consistently in 
the black. It took all of our ingenuity plus some rather 
painful cost-cutting to do it, but we have the satisfaction of 
knowing that we’ve become a better organization while 
building a firm foundation for future growth. 


Now, let’s look at what’s beneath the surface. Our 
cash flow was a little less than half the record amount 
chalked up in fiscal 1981, but its decline wasn’t nearly so 
sharp as that of our earnings. Even with the downturn, it 
remained over $2.75 a share, so we were able to pay a 
dividend and meet other obligations while still keeping 
stockholders’ equity on the rise. 


3% Westburne International Industries Ltd. 
Per Share 
$ 80 
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38: Westburne International Industries Ltd. 
Per Share 
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1979 1980 1981 1982 1983 1984 
==== Current Assets (3 Mos.) 
=== Current Liabilities 
=== Long Term Debt 

Working Capital 


Equity per share is about 82% higher than at the end 
of fiscal 1979 in spite of the fact that we have 34% more 
shares outstanding. 


Financially, Westburne is actually stronger than before. 
One reason is that when we expanded our oil and gas 
division through a large acquisition, we paid for it with 
cash or stock rather than borrowing as so many compa- 
nies did. A second is that in August 1982, we replaced $70 
million worth of short term bank loans with long term debt. 
The working capital has increased steadily until at the end 
of fiscal 1983, it reached an all time high of over $142 
million ($13.60 per share) and $146 million at the end of 
June 1983 ($13.96 per share). 


38%: Westburne International Industries Ltd. 


Ratios 
2.0 


0.5 


ls 1979 1980 1981 1982 1983 1984 

s=== Total Assets/Total Liabilities (3 Mos.) 

s=== Current Assets/Total Liabilities 

ex Long Term Debt/Total Liabilities 
Shareholders’ Equity/Total Liabilities 


At the same time the assets coverage of the total 
liabilities has strengthened as a result of better financial 
management, while the long-term component of our total 
liabilities has increased to about one-third, a more conser- 
vative percentage than the one-sixth it had been in 1982. 
We are in a good position to expand, and at the same time 
we have added protection against an unexpected downturn. 


3% Westburne International Industries Ltd. 
Per Share 
$ 25 


20 
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amma Receivables (3 Mos.) 
Inventories 
som Payables 
Bank Loans 


3% Westburne International Industries Ltd. 
Ratios 
2.0 


0.5 


ne 1979 1980 1981 1982 1983 1984 
smz Working Capital (3 Mos.) 
=== Receivable/Payable 
mmm RECeivable & Inventories 

Payable & Bank Loans 


Our construction equipment and supplies division 
sells about a billion dollars worth of plumbing, heating and 
electrical supplies each year, so we finance them with 
bank loans in the normai course of doing business. But, 
we have remained quite conservative and the ratio of our 
receivables and inventory to short-term bank loans and 
payables has improved considerably. 


Now, let’s go even deeper and take a look at some of 
Westburne’s underlying assets. For many analysts, that’s 
likely to be the best part of all. 


Last year, we netted only $2.5 million in our contract 
drilling and oilfield supplies division. We don’t expect a 
quick recovery in either rig utilization or in the rates paid 
for their use, but, there are indications that the worst is 
over, and that in about 1/2 years we will once again be 
able to earn a reasonable return on the more than $100 
million we have invested in this division’s assets. 


Our largest division, construction equipment and 
supplies, was hit hard by the recession. Net earnings in 
fiscal 1983 plummeted to only a little more than $4.6 
million, after a large loss in our United States operation. 
With its billion dollar plus sales, it covers such a broad 
spectrum of the Canadian plumbing, electrical, and con- 
struction industries, that it responds quickly to a turn- 
around in the country’s economy..In fact, we’ve seen a 
considerable improvement in the last several months. 
While we’re a long way from the high water mark in net 
earnings of fiscal 1982, when they were in excess of $19 
million, that is a goal that could be attainable should the 
economy continue to improve for a reasonable period of 
time. 


That brings us to our oil and gas exploration and 
production division which drilled 84 gross wells last fiscal 
year and 33 gross wells during the first 6 months of the 
present fiscal year. The success ratio for the 18 month 
period was 79%. 


Even if most of the wells were offset to existing ones, 
we are very pleased with the results of our wildcat efforts 
resulting in 5 discoveries out of 8 wildcats we have drilled. 


Our exploration efforts have thus moved into high 
gear and we intend to accelerate our activity into interest- 
ing areas such as the Rassmunsen prospect of Montana 
in the United States, and at Grande Prairie, Lochend, 
Coleville, Ferguson Lake, Fenn-Big Valley and Rosecreek 
in Canada. 


Between now and our fiscal year end of March 31, 
1984, we expect to drill another 35 wells in these and 
other areas. For Westburne, this exploration division is a 
rising star with which we are building assets in the ground 
as opposed to equipment assets or merchandise in the 
other divisions. 


There are some large non-cash accounting charges 
resulting from our acquisition of Peyto Oils which have 
kept our net earnings down. Actually, amortization of our 
oil and gas assets makes up fully 49% of the total 
depreciation and depletion charges of the whole company. 
But, our real progress shows up in the cash flow, which 
reached almost $11 million in fiscal 1983 and is growing. 
Our growing strength also shows up in the value of our 
reserves and acreage. The most recent appraisal indi- 


cates a value of $96 million, and that doesn’t take into 
account our newest discoveries. 


The valuation of this one division amounts to over $9 
a share for Westburne International’s stock. In addition, as 
development drilling proceeds in our new discovery areas, 
our oil and gas revenues and cash flow will expand. 


Where do we go from here? We have already begun 
to see an upturn in just about all of our operations, and 
that should allow us to show an improvement in net 
earnings during the last half of fiscal 1984. 


We've put ourselves into a very healthy financial 
position and we’ve cut out a lot of the fat we had 
accumulated during the comfortable days of the late 
1970’s and early 1980’s and so we're ready to take 
advantage of the better days we see ahead. Our immedi- 
ate goal is to have the large assets we have at work return 
to the point where they once again earn a good return, 
while we are building assets in the ground in our oil and 
gas division. 


We've come through some very difficult times and 
we've emerged healthier than ever. We feel pretty confi- 
dent about our future. 


Recewem 
AG +9, 1935 


HIGHLIGHTS OF 
FISCAL 1983 


Operating Revenues 


Westburne’s revenues declined. 
Petroleum and construction industries 
slow moving. Sales were $1.08 billion, 
down from last year’s $1.29 billion. 


Net Earnings Down 


Net earnings were $8.7 million 
compared with last year’s $11.7 
million. 


Earnings per Share Lower 


Per share earnings were $0.83 versus 
$1.12 last year. 


Cash Flow 


Cash flow was $28.9 million 
compared with $42.7 million the year 
before. 


Working Capital Increased 


Working capital was $142.5 million, up 


from $79.9 million as a result of 
converting $70.0 million short-term 
bank loans to long-term. 


Debt-to-Equity Ratio 

Long-term debt increased by $62.7 
million. Long-term debt as a ratio to 
shareholders’ equity was .58 to 1 
compared with last year's .32 to 1. 


Equity per Share 


Equity per share increased to $22.23 
from last year’s $21.80. 


Long Term Debt/Shareholders’ 
Equity (Millions of Dollars) 


a Shareholders’ Equity 
. 240 


180 


120 


1979 1980 1981 1982 1983 


Net 


1979 1980 1981 1982 1983 


Net Earnings/Cash Flow 
(Millions of Dollars) 


iycash Flow (from operations) 


64 


48 


to 32 


Thousands of Canadian Dollars 
except per share data 


Operating REVENUES sci ekSSe eaeee, 
Net Earnings applicable to Common Shares ... 
Earnings per Common Share ...........6...00cccees 
CashsFlowiir cetera aay te ee ye tee a 


Longelcnm Deities er eae ea 


ShalenolderSsEGuiNierc ss ecco ees 
Equity per;Gommon:Share 5k 


1983 


$1,077,661 


8,711 
0.83 
28,929 
135,315 
232,487 
22.23 


1982 


$1,292,881 


1 6%5 
112 
42,672 
72,658 
227,974 
21.80 


TO OUR SHAREHOLDERS 


Westburne’s operations in the year ended March 31, 1983 
continued to be affected by the recession in North 
America with revenues and earnings declining from those 
of the prior year. Although interest and inflation rates 

were reduced during the year, the impact of these 
improved economic factors did not translate into 
meaningful improvement in our petroleum industry services 
and supplies division nor in our construction equipment 
and supplies division whose operations in the United 
States and several areas in Canada were especially 

hard hit. However, we believe that the outlook for 
Westburne has begun to improve and will continue to 
brighten as the economies of the world recover. 


Revenues for the year ended March 31, 1983 were 

$1.08 billion compared with last year’s $1.29 billion and 
earnings were $8.7 million compared with $11.7 million. 
These earnings, on a per share basis, are $0.83 compared 
with $1.12 last year. Cash flow was $28.9 million while in 
fiscal 1982 it was $42.7 million. During the year, strict 
control of our capital expenditures was continued and 

for fiscal 1983 capital spending of $23.4 million and 
dividends on common shares of $4.2 million were paid 

out of current cash flow from operations. 


The last two years have not been good for the petroleum 
industry. The oppressive layers of taxation on crude oil 
and natural gas reduced the income of many producing 
companies and cut into exploration budgets. However, 
we are optimistic about the future. There are several 
reasons for our optimism. Since the last OPEC price cut, 
crude oil prices have stabilized, calming the fears that 
there would be a free-fall tumble. There is a very 


important change since consumption first began to decline. 


At first, storage tanks around the world were brimming to 
capacity; now, they are slightly on the low side of normal 
levels. There no longer is a need for the inventory 
dumping that had such troublesome effect on price levels. 
It is increasingly evident that finding oil and gas will 
continue to be very profitable. 


The Westburne building is situated in the heart of Calgary's 
downtown business sector. 


Actually, the difficult times of the past two years may 

have positive long-term effects since they have caused a 
number of governments to review their energy policies. 
This is especially important in Canada. Even before the 
dramatic drop in world oil consumption, the National 
Energy Program in Canada had created serious problems 
for our industry. The attitude of both federal and 

provincial governments in Canada has now become more 
constructive. Moves have been made to improve price 
realizations and to loosen some of the more stringent 
policies. More needs to be done but there is reason to 
hope that there is now a better understanding of how vital a 
healthy and prosperous energy industry is to the 
Canadian economy. 


Of growing importance to us is Our success In 

exploring for oil and natural gas on a worldwide basis; we 
presently have significant production in Canada and the 
United States. Despite a rather conservative policy last 
year, our exploration program achieved a very high 
success ratio of 79% for the 84 wells drilled in which we 
participated. In several fields, we participated in new 
discoveries. Especially interesting are Canadian prospects 
in the Fenn-Big Valley, Lochend, Grande Prairie and 


981 1982 1983 


Coleville areas. More exploration will be done this year in all 
of these areas and in the United States, we expect to be 
active in Kansas, Montana and Texas. 


Our petroleum industry services and supplies division has 
not had an easy time of it. As a result of cut-backs in 
exploration and development programs, a number of poorly 
financed drilling operators had difficulty in meeting their 
financial obligations and offered rigs at very low rental rates 
which made it difficult for the rest of the industry to 

maintain sound profit margins. Even though some 
companies are beginning to reactivate exploration 

and development programs, the rate of rig utilization 
remains very poor. However, we believe it will be only a 
question of time before gradual but sustained improvement 
commences. 


The construction equipment supplies division had a 
profitable year although earnings were considerably lower 
than last year. Volume was reduced because of the 
recession, and the recovery in the construction industry 
came too late in our fiscal year to make any appreciable 
change in the results. Judging from the trends of recent 
months, 1983 should bring an excellent improvement in 
this division’s revenues and earnings. In August, 1982, 
$70.0 million of short-term bank loans were converted to 
long-term by this division. 


- Common Shareholders’ 
Equity (per share) 
_ (Dollars) - 


1979 1980 1981 1982 1983 


It is with deep regret that we announce the untimely 
death of our long-time friend and colleague, Desmond N. 
Stoker, who passed away in Montreal in May, 1983. Mr. 
Stoker became associated with Westburne during the 
1960's and in 1967 was elected to the Board of 

Directors of our subsidiary United Westburne Industries 
Limited, and to the Board of this Company in 1969. He 
served with distinction on each of these Boards and also 
latterly, as a member of the Audit Committees of both 
Boards. He contributed a great deal to the deliberations 
and decisions of our Boards of Directors and we will 
miss not only his knowledge but also his genuinely warm 
personality and friendship. 


In spite of the difficulties of the past year Westburne 
remained profitable, although at a reduced rate. Equally 
important, your Company's overall finances have remained 
strong enough to allow it to take full advantage of every 
economic improvement that lies ahead. 


fp ge 


J. A. SCRYMGEOUR 


July 25, 1983 Chairman of the Board 


The Lochend field was one of three areas in the province of Alberta to produce 
interesting discoveries for Westburne’s oil and gas division during the past year. 


OIL AND GAS 
EXPLORATION AND 
PRODUCTION 


In fiscal 1983 our oil and gas division 
had record high revenues of $25.6 
million. Earnings, before income tax 
and minority interest, of $2.45 million 
in 1983 (after depreciation and 
depletion charges of $11.3 million) 
compares with a loss of $0.6 million in 
1982 (after depreciation and 
depletion of $11.0 million). A 
significant number for an oil and gas 
exploration company is cash flow 
which was $11.0 million for the year 
compared with $9.9 million last year. 


In 1983 gross oil production (before 
royalties) averaged 2,075 barrels of 

oil and liquids per day or 4% more than 
the 2,000 barrels of production in 
fiscal 1982. 


Gas production (before royalties) 
increased 10.1% to 10,857 mcf per day 
compared to 9,700 mcf per day in 
fiscal 1982. 


We are pleased with the exploration 
programs which were developed in 
recent years. We were able to 

maintain our proven and probable 
reserves of oil and gas in fiscal 1983 
while spending $14.3 million 
compared with $14.9 million the year 
before. The results of some of our 
discoveries came too late in the year 
to be reflected in our proven reserves 
as Calculated by an independent 
consulting firm. During the year we 
participated in a total of 84 gross wells 
(28 net), resulting in 29 oil and 37 
natural gas for a success ratio of 
about 79%. Exciting discoveries in 
Canada include Fenn-Big Valley (2 
wells now on production), in which 

our interest is 11.8%, Grande Prairie (4 
wells on production), in which our 
interest is 6-12%, Lochend (4 wells on 
production), in which our interest is 
25%, all in Alberta, and at Coleville, 
Saskatchewan. Important development 
drilling is continuing in these areas as 
well as Jim Wells County, Texas where 
we have a 25% interest in two gas 
discoveries and a market for the gas. 


R22 R21W4M R20 
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RUMSEY DISCOVERY ~ @ 


Fenn-Big Valley 


ALBERTA 
Westburne Acreage 0 2 4 MILES 
Option Acreage 0 3 6 KILOMETRES 
e Oilwell 
ae Natural Gaswell 
> Dry & Abandoned 
° 


Proposed Location 


R19 


Our plan for fiscal 1984 is to 
concentrate in Canada and United 
States in areas in which we are 
confident we can increase our cash 
flow. We have active seismic 
programs for prospects in the Fenn-Big 
Valley area and exploratory drilling 
plans for this area. We anticipate 
purchasing additional lands in 
Saskatchewan and participating in 
several exploratory wells in that 
province. In the United States we have 
an average of 15% in 90,000 acres in 
Western Kansas where recent seismic 
work indicates several potential 
anomalies that we will be exploring 
during the upcoming year. Our 
budget drilling plan for 1984 is to 
participate in an estimated 60 wells in 
the United States and Canada, 
spending approximately $10 million. 


Fenn-Big Valley, Alberta 


Industry activity in this area of central 
Alberta reached a peak during the 
past year following the discovery of a 
Leduc pinnacle reef in the Rumsey 
area. 


A similar pinnacle was discovered on 
our acreage and the first well is 
currently producing oil from the Leduc 
at allowable rates of 1,500 barrels per 
day. We hold an 11.88% working 
interest in this well and in a twin which 
was drilled to tap oil potential in the 
uphole Nisku zone. 


As well as holding interests varying 
from 16.67% to 50% in 2,560 acres in 
this general area, we negotiated 
seismic options on an additional 4,160 
acres. Following evaluation of the 
extensive seismic and modeling 
program in this area it is anticipated 
that a number of exploratory wells will 
be drilled during the coming year. 


Grande Prairie, Alberta 


Our participation in a Halfway zone oil 
discovery in this area resulted in an 
interest in a well capable of producing 
42° API crude oil at rates of up to 300 
barrels per day. Three additional wells 
were drilled and we plan an 
aggressive development drilling 
program. Our interests vary from 
4.23% to 12.5% in 14,720 acres in this 
prospect area. 
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Lochend, Alberta 


In this area we were party to the 
discovery of a significant northwest 
extension to the Lochend Cardium 
pool. Four wells were drilled in this 
area and are currently on production 
at rates varying from 30 to 50 barrels 
of oil per day. We earned interests 
varying from 11.0% to 25.0% in 4,320 
acres in this area and plan further 
development drilling. 


R4W5M R3 R2 


Lochend 
ALBERTA 


MW, Westburne Acreage 
Option Acreage 
e Oilwell 


° Proposed Location 


0 2 4 MILES 
0 3 6 KILOMETRES 
ACREAGE 


Coleville, Saskatchewan 


In the 1983 fiscal year we participated 
in the discovery of a significant heavy 
oil accumulation in central west 
Saskatchewan. Two wells were drilled 
on this prospect, both encountering 
heavy oil potential (13° API) in the 
McLaren and Bakken sands. Our 
interests vary from 12.5% to 25% in 
3,200 acres in this prospect and an 
active development programis planned. 
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As of March 31, 1983 Westburne owned interests in the following acreage: 


Developed Acreage 
Gross Acres. Net Acres 


Gandda =. 221,387 
United States ..... 37,680 
Others soe ee pacts 
h@ALS ee ee 259,067 


Undeveloped Acreage 


Gross Acres. Net Acres 

47,726 748,847 152,458 
10,090 280,835 67,060 
oe 2,816,079 287,885 
57,816 3,845,761 507,403 


Jim Wells County, Texas R40W R3QW 


R387W 
In this area of south central Texas we GREELY COUNTY WICHITA COUNTY 
were involved in the drilling of five 
exploratory wells which resulted in two aoe 
successful natural gas wells, one of re] 
which is currently on production at a ry Pe 
rate of 1.0 mmcf per day and one — - - 
coming on production shortly. We a 
have a 25% working interest in 4,943 - ma 


acres in this area and further 
development drilling will be done. 
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Buffington San Diego Creek 
Prospect Prospect 
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KANSAS 
Hugoton-Chase, Kansas ; ae 
One of our most active exploration HP Westburne Acreage 0 3. 6 KILOMETRES 
projects will be in this westycentral 3% Natural Gaswell 
area of Kansas where we hold 5 ows Abandonce 


interests varying from 14.25% to 28.5% 
in 88,693 gross acres. An extensive 
seismic program in the area has 
delineated several drillable prospects. 
Drilling of up to four of these 
prospects to test the entire 
sedimentary section to well depths of 
6,300 feet is scheduled. 


PETROLEUM INDUSTRY 
SERVICES AND SUPPLIES 
Contract Drilling 


During the last two years the oil and 
gas contract drilling industry has 
faced the dual problems of an 
over-supply of drilling rigs and 
reduced demand for drilling services. 
For many years prior to the late 
1970's the worldwide rig count was 
comparatively stable and these rigs 
were adequate to handle the varying 
demands for drilling services 
wherever required. However, the 
demand for drilling services 
escalated in 1976 and within a 
relatively short period the supply of 
drilling rigs in North America almost 
doubled. As has happened so 

often in business, the demand for a 
service suddenly decreases after 
industry gears up to provide that 
service. As a result of the reduced 
demand for petroleum products as 
well as governmental regulations of 
all kinds, the contract drilling industry 
has gone from the 1980-81 
conditions when day, footage and 
utilization rates were the highest in 
history to the present opposite 
experience with the market at its 
most competitive. 


In spite of this our contract drilling 
division had net earnings before 
income tax in fiscal 1983 of $2.6 
million on revenues of $88.0 million 
which, considering the circumstances, 
compares quite favourably with 
earnings of $5.5 million on 

revenues of $162.2 million in 1982. 


As of March 31, 1983 we had 24 
drilling rigs in Canada, 15 in the 
United States and 18 in 

international operations. This rig count 
is down from the 62 reported in 

1982 — a lease of four rigs was not 
renewed and one rig was taken out 
of service. The cost and depreciated 
value of our investment in drilling 
rigs and string amounted to $117.0 
million and $71.0 million 


A representative with Petromer Trend 
reviews Westburne Rig 217’s drilling 
schedule in Irian Jaya, Indonesia 
with toolousher George Pederson 
(right). The Company currently 
operates five rigs in Southeast Asia 
and also provides supervisory and 
operating personnel for geothermal 
development in the Philippine 
Islands. 


respectively. In addition to our rig 
operations, the international 
division has labour contracts in 
Indonesia, the Philippines and in 
the North Sea — United Kingdom 
sector. 


Although it is impossible to forecast 
when demand for drilling services will 
improve to more normal levels, 

there are some factors which give 
cause for optimism. In Canada, the 
energy policies of both the federal and 
provincial governments have been 
modified to improve the net-back to 
producing companies and various 
incentive programs have been 
instituted to encourage exploratory 
drilling programs. On July 1, 1983 
further amendments to the Canada 
— Alberta Agreement have (a) 


_ extended the “new oil reference 


price” (the highest price) for crude oil 
to oil produced from fields 
discovered after March 31, 1974 


(formerly after 1980) which is 
expected to put an additional $250.0 
million into oil companies’ cash 

flows, and (b) instituted a “discount” 
price arrangement for natural gas 
exported to the United States which 
makes the importation of Canadian 
gas into the United States much more 
attractive. In the United States the 
yearly consumption of oil and natural 
gas exceeds the amount of new 
resources discovered and it is only a 
matter of time before the demand 

for secure future supplies of petroleum 
products will result in renewed 
exploratory and development drilling. 
Worldwide, the price of crude oil 

has stabilized and the temporary oil 
glut appears to be disappearing as 
oil companies replenish their 
inventories and the improving 
economies of many Western countries 
increases consumption. In the 
meantime, this segment of our 
operations continues to curtail 

capital expenditures and has put into 
place stringent controls on all forms 
of expenditure in order to conserve 
our financial resources. 


Oilfield Equipment and Supplies 


Since the economic health of this 
segment of our division is almost 
wholly dependent on the activity in the 
petroleum industry in Canada, it 

was inevitable that revenues and 
earnings suffered in fiscal 1983. 
Revenues declined by about 30% and 
due to a very competitive market 
place, profit margins could not be 
maintained. As in other areas of 
operations, this segment has instituted 
all possible controls on 

expenditures and it should reflect 
improved earnings in advance of 

the contract drilling segment. 


General 


Despite staff reductions we have 
maintained a strong core of 
professional, experienced staff. 
Continuing emphasis is being 

placed on performance, training and 
safety in order to provide first rate 
service to our customers, domestically 
and on the international scene. 


CONSTRUCTION 
EQUIPMENT AND 
SUPPLIES 


Revenues were $913.6 million in 1983 
compared with $1,040.8 million in 
1982. Net earnings were $4.7 million 
compared with $14.9 million; per 
share earnings were $0.49 versus 
Sile5i77 


Fiscal 1983 was a difficult year for this 
division. It is not unusual for one or 
more segments of our overall business 
to experience temporary slow periods 
but with our broad product line and 
geographical diversification, other 
strong segments have usually more 
than made up for them. However, in 
fiscal 1983 the majority of our divisions 
were affected by the recession — the 
ones especially hard hit were our 
United States operations, where we 
lost $8.6 million before tax credits, and 
two divisions in Canada. It has taken 
longer than we anticipated for our new 
management team to achieve the 
desired control over our United States 
operations but we believe this goal 
has finally been reached. Late in our 
fiscal year we began to see signs of 
improvement which have become 
more pronounced since April. This 
coincides with what appears to be a 
distinct economic upturn in the United 
States — in which Canada also seems 
to be on the verge of participating. 
Should the economy continue to 
improve we expect to show 
considerable growth in the coming 
year. 


In August, 1982, this division 
converted $70 million of current bank 
loans to long-term loans with the result 
that at March 31, 1983, its working 
capital had increased to $122.5 
million, up from $65.8 million last year. 
The current ratio as of March 31, 1983 
increased to 1.64 to 1 from 1.23 to 1 in 
1982 while the ratio of long-term debt 


to shareholders’ equity was 0.78 to 1 
compared with 0.15 to 1 in the prior 
year. This division is in an excellent 
position to take advantage of a 
general resurgence and will benefit 
significantly from lower interest rates. 


One of more than 50,000 products 
marketed by this division. 


MANAGEMENT’S 
DISCUSSION 
AND ANALYSIS 


Results of Operations 


Net earnings decreased to $8.7 
million in 1983, down 25% from $11.7 
million in 1982, which in turn 
represented a decrease of 65% from 
net earnings in 1981. Cash flow from 
operations decreased to $28.9 million 
from $42.7 million in 1982 and $62.8 
million in 1981. 


The decline in earnings for 1983 was 
attributable to several factors, the 
most significant of which were: 


(1) In the construction equipment and 
supplies division there were 
sharply reduced earnings from 
Canadian operations and 
increased losses from United 
States operations, 


(2) In the petroleum industry services 
and supplies division earnings 
attributable to international 
operations were reduced by 
losses attributable to operations 
in Canada and the United States, 
and 


(3) There was included a provision 
of $2.3 million for a loss on an 
investment in an affiliated 
company. 


Although the construction equipment 
and supplies and the petroleum 
industry services and supplies 
divisions had lower earnings in fiscal 
1983 due to adverse economic 
conditions, the oil and gas exploration 
and production division had increased 
revenues and earnings principally 
attributable to higher unit prices for 
crude oil and natural gas in Canada. 


Revenues in 1983 were $1.08 billion, a 
decrease of 17% from those in 1982, 
compared with an increase in 1982 of 
11% over 1981. The decrease in 1983 
occurred in all segments with the 
exception of the oil and gas 
exploration.and production division. 
Construction equipment and supplies 
division revenues decreased $127.2 
million in 1983 due to lower demand 
and more competitive pricing as a 
result of the recession. Westburne’s 
petroleum industry services and 
supplies revenues decreased by $100 
million in 1983 (compared with a 
decrease of $25 million in 1982) and 
occurred principally in the United 
States and international operations of 
the contract drilling segment and the 
oilfield supplies segment. Activity in 
the United States contract drilling 
operations dropped from 83% of 
available rig capacity in 1982 to 34% in 
1983. In international drilling 
operations the four rigs formerly under 
contract in Algeria were exported to 
Houston and stacked without work. In 
the oilfield supplies segment the 
decreased revenues reflected the 
continued deterioration of oil and gas 
exploration and development in both 
Canada and the United States during 
the year. 


Cost of sales decreased $166.9 
million, or 16%, in 1983 compared with 
an increase in 1982 of 12%. In the 
construction equipment and supplies 
division cost of sales decreased $95.5 
million (approximately 11.2%) ona 
decrease in revenues of approximately 
12.2%, resulting in a 1% decrease in 
gross profit percentage for the year. In 
the Canadian and United States 
contract drilling segments cost of 
sales decreased $25 million from 1982 
(approximately 42.7%) on a decrease 
in revenues of approximately 49.0%, 
resulting in a 6.3% decrease in gross 
profit percentage. In the oilfield 
supplies segment competitive factors 
also caused lower gross margins in 
1983 compared with those in 1982. 


General administrative expenses 
increased 1.6% in 1983 compared with 


an increase of 14% in 1982, largely by 
reason of a provision for doubtful 
accounts in the construction 
equipment and supplies division, the 
United States contract drilling 
operations and the oilfield supplies 
segment. 


Depreciation Is partially provided on 
an activity basis and depletion on a 
unit of production method based on 
full cost amortized on estimated 
proved recoverable oil and gas 
reserves. Depreciation and depletion 
decreased by 12% in 1983 compared 
with an increase of 17% in 1982. The 
decrease in 1983 was the result of the 
decreased activity worldwide in 
contract drilling operations. 


Interest expense decreased $10.4 
million in 1983 compared with a $7.3 
million increase last year. The 
decrease was the result of reduced 
borrowings in the construction 
equipment and supplies division and 
declining interest rates during the last 
three fiscal quarters. 


Other income of $4.6 million 
represented a decrease of $7.2 million 
from 1982. In 1983 this included a 
$2.3 million provision for loss in 
relation to an investment in an 
affiliated company while in 1982 other 
income included a net after-tax gain of 
$1.5 million on the sale of assets to 
another affillated company. In 
addition, interest earned in 1983 on 
short-term investments declined due to 
a combination of reduced funds 
available for investment and lower 
interest rates on such investments. 


Net earnings for 1983 include a $5.4 
million credit in respect of income tax. 
This income tax credit increases net 
earnings and is attributable principally 
to: (a) different rates of tax from 
average Canadian rates being 
applied to income earned from certain 
international operations; (b) the 
recording of income tax credits on 
operating losses of certain 
subsidiaries; (c) provincial tax credits 
on Canadian source oil and gas 
income; and (d) an inventory inflation 
allowance as provided under the 
Income Tax Act (Canada). 


Source of Funds 


Reference is made to Note A of the 
Supplemental Financial Information to 
the Consolidated Financial Statements 
for a reconciliation of the financial data 
herein to United States generally 
accepted accounting principles and a 
discussion of the differences between 
Canadian and United States generally 
accepted accounting principles. 


Financial Condition 


Cash flow from operations was $28.9 
million for the year ended March 31, 
1983, a decrease of approximately 
32% from fiscal 1982. In August 1982 
the Company converted $70.0 million 
of current bank loans to long-term bank 
loans. Largely for this reason working 
capital increased to $142.5 million on 
March 31, 1983 from $79.9 million at 
March 31, 1982. The current ratio at 
March 31, 1983 was 1.60 to 1 
compared with 1.23 to 1 at March 31, 
1982, and the ratio of long-term debt to 
shareholders’ equity was .58 to 1 
compared with .32 to 1 at March 31, 
1982. 


Changes in Financial Position 
| (as a percentage) 


Dividends 
8.7% 


Although cash flow from operations 
decreased in each of the last two 
years, management believes that the 
Company, with its improved working 
capital position and continued 
favourable long-term debt to equity 
position, is still well able to meet its 
present obligations. 


Westburne’s outlook depends to a 
great extent on factors beyond its 
control, including matters such as 
interest rates and the general state of 
the economy. The National Energy 
Program has had a very negative 
effect on drilling activity in Canada. Oil 
and natural gas prices are subject not 
only to worldwide supply and 

demand, but also to political decisions 
by OPEC and taxation in the United 
States and Canada. Management is 
unable to predict whether future 
developments in these and other 
areas will be favourable or adverse to 
the Company's operations. 


Application of Funds 


Inflation and Changing Prices 


Virtually all of the revenues and costs 
of the Company are affected by 
inflation, and the Company is 
continually seeking ways to cope with 
its impact. In general, to the extent 
permitted by competitive factors, the 
Company passes on increased costs 
by gradually increasing sales prices. 
However, the Company has not 
prepared a detailed analysis of the 
effect of inflation on operations and is, 
therefore, not in a position to quantify 
the impact of the same. The current 
value of the Company's oil and gas 
reserves In place increases as a result 
of inflation, and the real value of the 
funds borrowed to acquire or develop 
these reserves declines on a relative 
basis during inflationary periods. 
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CONSOLIDATED BALANCE SHEET 


(Thousands of Canadian Dollars) 


Assets 
March 31 

1983 1982 

Current assets 
Cash andsshort=tenm Gepocits ce oe $ 13,591 $12.387 
FC COUIS TECCIVADIG oo ee Aes a ee oe eet 175674 215,063 
IAVENTOMES NOTE AC) ac ag a ie ee ae 174,612 187,428 
IneOMme taXeS TECOVEFADIG ee a ee ae 6,139 4,242 
Prepaid. expenses and consumable supplies. 3. 8,723 13,822 
TOtaliCURFENT ASSEIS = = ee a ee ee 378,736 : 432,892 
Investments: (NOTE). eee oes re ee eee eee Oe 13,609 11,348 
Fikedassets, atcost (NOtG 3) ee a ee ee 26 3559,1638 336,506 
Less accumulated depreciation and depletion .....2. 2... 2, 128,669 108,024 
226,494 228,482 
Other (NOte 4) eee RR ae ae ee oe eg oe ne 4,932 5,064 
POLALASSCIS Gee Si a ea ee ge tc lec hea entice vine $623,771 $677,786 


Signed on behalf of the Board 


Yee Director 


Ze Director 


Liabilities 


Current liabilities 
BanKioans, secured (Notes 5 and’6). 22. ie ee 
POC OU CR OAV CIO Ome ene nS Re Oa ae nN Geen ea 
DINICHOSHOAV.AD Oden aia. ans etn eae mn Ne ee ae en en 
ORGS MnCl OCU RWITRIN, ONC Wealas Go. 2 ei a cee cer ee ee 
Delemec IM@OMe taxes. oa a ee, 


AGING UTRE ITE NADINIES eta) cp Sh ee 


Long-term debt, less amount due within one year 
MINORE CHO RAU Oe) (6 ke ec er ee Re UN eg ee Nec is wags 


PIGISTIe@EINCOMEAXGSs sce ee ee ee aye 
VIMOMBVEINCCKESL (NOLO O)iit cme ee a ce as ene 


Unrealized currency translation loss (Note 1(C)) ..... 20... 0... ee 


Shareholders’ Equity 

ComimomsharcsNOte OQ) es a es 
(GCiMIUTCCESUMDIUS 2 ae ee oe eee ee 
RetainecsoanminGs (NOLO TO) Mok aoc na ue ae ea 
iotalsharenoldersGQUIL Gens ab ee ea ee a ee 


Totaliabilitiessand shareholders: Quit). isc ee ee so 


March 31 

1983 1982 

$ 95,155 $186,642 
134,227 154,986 
1,046 2,047 
6,049 8,249 
(285) 1,084 
236,192 353,008 
1935;315 72,658 
21,979 24 884 
9,820 eeeh 
(12,022) (10,329) 
Hos ee 
90,589 90,589 
5,326 3326 
136,572 132,059 
232,487 227,974 
$623,771 $677,786 


13 


CONSOLIDATED STATEMENT OF EARNINGS 


(Thousands of Canadian Dollars except per share data) 


Operating revenues 
Construction equipment and supplies 


Petroleum industry services and supplies 
Ojland Gas production... 2... 


Costs and expenses 
Cost of sales 


Construction equipment and supplies 


Petroleum industry services and supplies .............. 


Oil and gas exploration and production 
Depreciation and depletion ........... 
Selling, general and administrative ..... 


Provision for loss on termination of 


drilling contracts in Algeria (Note 15) ... 


Earnings from ODerauons 2... 


Other expenses and revenues (Note 11) .. 


Earnings before income taxes and 


minonty (NlCKeESt... 2 


Income taxes (Note 12) 


Current ee a 
Deferred... 


Earnings before minority interest......... 
Minorityinterest (ee. 
Net earnings for the year..<2:............ 


Earnings per common share ............ 


Weighted average number of common 


Shates OUISIaANGING.. ae 


1983 


$ 913,594 
138,476 
PAO) 


1,077,661 


754,606 
111,232 
7,039 
22,649 
149,339 


1,044,865 


1,044,865 
32,796 
28,816 


3,980 


(1,157) 
(4,260) 


(5,417) 
9,397 

686 
$8711 
$0.83 


10,457,218 


Year Ended March 31 
1982 


$1,040,808 
231,620 
20,453 


1,292,881 


850,058 
183,340 
6,352 
25,756 
147,010 


1,212,516 


14,683 


e227 Oo 


65,682 


32,048 


33,634 


18,661 
1,880 


20,541 


13,093 
1,418 


Re aye) 
$1.12 


10,457,218 


1981 


$ 895,408 
254,897 
18,303 


1,168,608 


723,588 
203,154 
5,379 
21 oe 
128,978 


1,083,058 


1,083,058 
85,550 
22,873 


62,677 


23,509 
4.196 


27,705 
34,972 
1928 

$ 33,044 


$3.39 


9,759,646 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


(Thousands of Canadian Dollars) 


Year Ended March 31 


1983 1982 1981 
Balance at beginning OL year =... i a $132,059 $127,734 $104,503 
Add (deduct) 
eT CarnOSOlthe Veal co. . 6  e 8,711 11615 33,044 
Change of minority interest in 
SUDSIClaly COMpaNIeS = 03 ee (15) (26) (67) 
Dinidencds =_ common Shares... ee. (4,183) (7,324) (7,000) 
Financial expenses on issue of common shares 
(net of deferred income taxes of $2,435,000) ............... _ — (2,746) 
BaiaiOe diene Onveat 8. enre ee ea a $136,572 $132,059 $127,734 


AUDITORS’ REPORT 


The Shareholders 
Westburne International Industries Ltd. 


We have examined the consolidated balance sheet of Westburne International Industries Ltd. as at March 31, 1983 and 
1982 and the consolidated statements of earnings, retained earnings and changes in financial position for each of the three 
years in the period ended March 31, 1983. Our examinations were made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the Company as at March 31, 
1983 and 1982 and the results of its operations and the changes in its financial position for each of the three years in the 
period ended March 31, 1983 in accordance with generally accepted accounting principles applied on a consistent basis. 


Calgary, Alberta Touche Ross & Co. 
June 6, 1983 Chartered Accountants 
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CONSOLIDATED STATEMENT OF CHA 


IN FINANCIAL POSITION 


(Thousands of Canadian Dollars) 


Source of funds 


Earnings before minority interest .... 
Depreciation and depletion ........ 
Deferred income taxes ............ 


Funds from ODeralions.......5 7... 


KONG en Geb ee a 
Sale Giitixec assets <2. se. 
issue of Share capital... 


Application of funds 


Capital expenditures .............. 


Reduction in long-term debt (adjusted 


for foreign currency translation)... 


Acquisition of Peyto Oils Ltd. (net 


OL WOKING Caplial) 0 
Dividends — common shares ...... 


Increase (decrease) in working capital 


Working capital at beginning of year .. 
Working capital atend of year........ 


Changes in working capital 
Increase (decrease) In: 


Cash and short-term deposits .... 
Accounts receivable ............ 


Prepaid expenses and consumable supplies............... 


(Increase) decrease in: 


BanklOans ey a ee 
Other payables... 2... oe es 


Long-term debt due within one year....................... 


Increase (decrease) in working capital 


NGES 


28,929 


79,318 
2,757 


111,004 


23,418 


18,354 


4,183 
2,261 
128 


48,344 


62,660 
79,884 


$142,544 


$ 1,254 
(39,392) 
(12,816) 

1,897 
(5,099) 


91,487 
23,129 
2,200 


$ 62,660 


Year Ended March 31 


1982 


$ 13,093 
25,/56 
1,880 
1,943 


42,672 


12,566 
9,331 
(46) 


64,523 


49,542 


21,739 


7,324 
5,122 
2.923 
86,650 
(22,407) 
102,011 
$ 79,884 


$ (13,972) 
(801) 
12,891 
4,240 
480 


(38,501) 
15,542 
(2,008) 


S:(2Z2 420) 


1981 


$ 34,972 
ZS ISS: 
4,196 


1,674 


62,801 


7,496 
5,726 
85,005 


161,028 


49,813 
30,126 


34,726 
7,000 
401 
6,812 


128,878 


32,150 
69,861 


$102,011 


$ 6,144 
23,691 
15,488 


2,680 


(1,918) 
(16,441) 
2,506 


$ 32,150 


CONSOLIDATED BUSINESS SEGMENTS INFORMATION 


(Thousands of Canadian Dollars) 


Revenue Contribution 


Construction equipment and supplies 


Petroleum industry services and supplies 
Contract drilling 


COMA ae Ot 


Earnings Contribution 


(Before Income Taxes and Minority Interest)(1) 


Construction equipment and supplies 


Canada os iin 


Petroleum industry services and supplies 
Contract drilling 


OINGTel SIGIES cake Sel apaniie ce rece eB on nen ee 
MtCiMANOMaINe) ese kee ater 


MLEISECMEMUNCMGr qtr tas eae es fo hen ae 


Year Ended March 31 


1983 1982 1981 1980 1979 

§ 786,582 $ 897026 $ 767.400 $689 334 $426,118 
127,062 143,782 128,008 63,450 = 
913,594 1,040,808 895,408 752,784 426,118 
25,427 31,659 74,589 73,149 61,780 
18,556 54,557 28,003 20,788 20,421 
43,995 75,981 62,309 32,991 52,466 
55,245 80,563 103,071 72,492 58 267 
143,223 , 242 760 267,972 199 420 192,934 
20,602 15,148 io ss 8,081 6,592 
4,989 5,305 3,168 507 97 
25,591 20,453 18,303 8,588 6,689 
(4,747) (11,140) (13,075) (10,125) (9,794) 
$1,077,661 $1,292,881 $1,168,608 $950,667 $615,947 

Year Ended March 31 

1983 1982 1981 1980 1979 

$ 9758-7 $23 558" S$ «67-965 $ 33,872 $ 16,662 
(5,002)) ee n0e) = ei) IS ee 
VAS 16 95,950 84,98) 10, 662 
(1,762) 3,264 15205 17,693 15,697 
(2,284) 14,602 7,042 4,417 6,059 
7,216 (12,356) (2,466) (8,411) 741 

(578) Cs a0) Heo dee 5,865 3,832 
25920  99IT 25,270 19,564 26,829 
6,581 1,994 1,877 1,693 2,547 
(3,070) (1,834) 445 248 (242) 

ripe OSOGT) e088) GO) O08) 021) 
ge S450 ST9) a ee 1.084 
eo (2.218) NAO s ee eee et! 
$3,980 $ 93,634 $ 62,677 $ 44,946 


$ 55,491 


(1) Westburne has allocated interest and corporate general and administrative expenses to industry segments because it believes that this 
allocation best reflects the decentralized and autonomous management of Westburne. 


(2) Losses in international operations consist solely of amortization of unproductive properties. 
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CONSOLIDATED BUSINESS SEGMENTS INFORMATION 


(Thousands of Canadian Dollars) 


Assets Employed 


Construction equipment and supplies 


Petroleum industry services and supplies 
Contract drilling 


Capital Expenditures 


Construction equipment and supplies 


Petroleum industry services and supplies 
Contract drilling 


Oil and gas exploration and production 


Canadas. a ee 


Year Ended March 31 


1983 


$293,082 
55,877 


348,959 


34,841 
34,294 
49,186 
22,273 


140,594 


88,917 
32,410 
8,261 


129,588 
4,630 
$623,771 


1983 


$ 3,490 
1,386 


4,876 


995 
2,326 
706 
130 


4,157 


3,981 
6,840 
3,499 


14,320 
65 
$ 23,418 


1982 


$328,072 
52,874 


380,946 


45,358 
35,064 
70,813 
20,862 


172,097 


85,143 
28,903 
6,234 


120,280 


4,463 


_8677,786 


Year Ended March 31 


1982 1981 


$ 6,655 
1,483 


8,138 


4,359 
17,056 
4,629 
436 


26,480 


4,414 
9,535 
909 


14,858 


66 


$ 49,542 


1981 


$298,267 
51,963 


350,230 


56,129 
26,122 
78,283 
26,912 


187,446 


84,260 
22.528 
6,061 


112,849 


5,268 


$655, 793 


$ 7,460 
910 


8,370 


15,248 
4,973 
2,618 

129 


22,968 


6,377 
10,775 
NG WET. 


18,329 


146 


$ 49,813 


1980 


$286, 155 
38,940 


325,095 


36,289 
13,453 
77,301 
24,718 


151,761 


59,633 
11,742 
5,504 


76,879 


4,410 


$558,145 


1980 


$ 8,098 
775 


8,873 


T5992 
1,248 
7,401 

144 


20,382 


3,599 
2,044 
1,380 


7,023 


34 


$ 36,312 


1979 


$232,959 


232,959 


41,441 
10,178 
63,241 
16,471 


131,331 


Z2).o0 
505 
2,316 


24,772 


4,274 


$393,336 


6,292 
996 
2,142 
390 


9,790 


3,692 
301 
2,818 


6,811 


393 


$ 21,196 


CONSOLIDATED BUSINESS SEGMENTS INFORMATION 


(Thousands of Canadian Dollars) 


Depreciation and Depletion 


Construction equipment and supplies 


WanaGa eee ce 


Petroleum industry services and supplies 


Contract drilling 


Canada. tee ee 


Canada a 


1983 


$ 3,564 
336 


3,900 


1,663 
2,093 
3,449 

195 


7,360 


6,997 
3,237 
1,061 


11295 


94 


$ 22,649 


Year Ended March 31 


1982 1981 


$ 3,590 
248 


3,838 


1,584 
3,108 
5,969 

162 


10,823 


6,594 
3,657 
739 


__ 10,980 


105 


> 25,/56 


$ 3,038 
133 


3,171 


4,412 
1,193 
4,731 

104 


10,440 


6,402 
1,214 
610 


8,226 


122 


» 21,959 


1980 


S 2,862 
35 


2911 


3,748 
925 
2,382 
OF 


7,146 


1,671 
439 
609 


ETA, 


es 


% 12,895 


1979 


» 2,293 


2,293 


2,386 
849 
4,627 
74 


7,936 


1,107 
193 
621 


1,921 


VS 


$ 12,265 
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NOTES TO THE CONSOLIDATED 
FINANCIAL STATEMENTS 


March 31, 1983 and 1982 


ale 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


a) 


The consolidated financial statements have been prepared in accordance with Canadian generally accepted 
accounting principles. The statements include the accounts of Westburne International Industries Ltd. (“Westburne”) 
and all subsidiary companies (collectively called for the purposes of these notes, the “Company’). Eliminated on 
consolidation are 1,237,960 Common Shares of Westburne owned by subsidiaries and carried at a cost of 
$2,274,000. All material intercompany transactions have also been eliminated. 


The Board of Directors has determined that the Company's operations can be divided into three business 
segments as follows: 


i) Wholesale distribution of construction equipment and supplies (plumbing, heating and electrical products). 
ii) Petroleum industry services and supplies (contract drilling and oilfield supplies). 

ili) Oiland gas exploration and production. 

For details see consolidated business segments information, which is an integral part of these financial statements. 


Assets and liabilities and income and expenses of the Company which are in currencies other than Canadian 
dollars are converted into Canadian funds on the following basis: 


i) Current assets, current liabilities and long-term debt are converted at exchange rates in effect at the end of the 
year. 


ii) All non-current assets and other liabilities are converted at the rates prevailing when acquired or incurred. 
iii) Income and expenses, except depreciation and depletion, are converted at the average rate for the year. 


Unrealized foreign currency translation gains/losses are excluded in determining net earnings for the year in 
which foreign exchange rates change. 


Inventories are valued at the lower of cost (first-in, first-out) or net realizable value. 


The Company follows the full cost method of accounting in respect to its oil and gas activities with one world wide 
pool of assets. All costs relating to the exploration for and development of oil and gas reserves are capitalized. 
Proceeds from disposal of properties are normally deducted from costs without recognition of gain or loss. 


ltis the policy of the Company to depreciate the cost of plant and equipment to its estimated residual value over the 
estimated useful lives of the assets as follows: 


Buildings — at rates of 5% to 10% per annum mainly on a diminishing balance basis. 


Drilling rigs — at a rate per drilling day designed to prorate original cost less a residual value of 30% over 3,000 
drilling days. 


Drill string — straight-line basis related to drilling activity. 


Oil production equipment, oil and mineral leases and development expenditures — unit-of-production based on full 
cost method and estimated recoverable reserves. 


Other equipment — mainly 20% to 30% per annum diminishing balance basis. 


Repairs and maintenance and minor expenditures for renewals and betterments are charged directly to earnings. 
Major renewals and betterments are capitalized and the replaced units retired. 


Except for intangible oil and mineral leases and development expenditures in respect of which the full cost method 
is followed, it is the policy of the Company to reduce the property accounts and related accumulated depreciation 
of the amounts included therein for property sold and any resultant gain or loss is included in earnings. 


Mobilization and start-up costs incurred on long-term drilling contracts in foreign countries are deferred and 
amortized over the terms of the contracts. 


INVESTMENTS 


March 31 March 31 
1983 1982 
mhares, moles and morigages receivable 2.555.200 ee $13,212,000 $10,951,000 
NeleSTeCelvable —— directors and employees = 2... ai ee 397,000 397,000 
$13,609,000 $11,348,000 
FIXED ASSETS 
March 31, 1983 March 31, 1982 
Net Net 
Cost Book Value Cost Book Value 
NG ee ee ee eee $ 3,732,000 $ 3,732,000 > 8) 677,000 OY 3, C000 
BENIGINGS35 ee ee a 29,502,000 19,551,000 27,051,000 18,499,000 
INNO GS2 es ee 94,201,000 61,338,000 92,741,000 62,883,000 
WIE SUNM Gere Coe. ac et es 22,636,000 9,743,000 22,087,000 10,392,000 
Oil production equipment .......... 18,404,000 10,992,000 15,732,000 9,370,000 
WIRCECOUNOMERE a. ek as 47,333,000 20,857,000 46,472,000 23,781,000 
Oil and mineral leases and 
development expenditures ....... 139,355,000 100,281,000 128,696,000 99,780,000 


$355, 163,000 $226,494 ,000 $336,506,000 $228,482,000 


OTHER ASSETS 


Included in other assets is the unamortized excess of cost of investments in shares of subsidiaries over net assets at 
date of acquisition amounting to $3,795,000, which arises from the accounting for acquisitions of subsidiaries on a 
purchase basis. 


Management is of the opinion that the amount of $3,258,000 attributed to intangible assets pertaining to subsidiaries 
acquired prior to April 1, 1974 is of continuing value and accordingly does not contemplate any amortization of this 
amount. However, in accordance with generally accepted accounting practice, the excess cost of investments in 
shares of subsidiaries acquired after that date and allocated to intangibles, is being amortized over a period of forty 
years. 


ASSETS PLEDGED 


The Company has pledged certain of its accounts receivable as security for bank loans. 


SHORT-TERM BORROWINGS 


The Company has formal arrangements with domestic and foreign banks in respect of short-term borrowings. Details of 
short-term borrowings follow: 


March 31, March 31, 
1983 1982 
Maximum amount of borrowings at any 
Prone GUO Ie Veer. (a6 6 la suia dete meme ee tee ceata hee eae $196,337,000 $199,999, 000 


Average amount of short-term borrowings 


OAC TG Merete AS ka torn ek Gh wpe eeue tn odin Pentel Gel ot aun $139,353,000 $187,136,000 


pverace iuerest rate al end Of -YOAl oan cae eye oes Sas ee Oe eee 11.95% 18.50% 


Approximate average interest rate 
REG UV ell ees tito oes Cie ning. ene ears ip eo ee cemas Sn aces 14.45% 19.03% 
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7. LONG-TERM DEBT 


March 31, March 31, 
ECE ee 
Sinking Fund Debentures 
Series A (omatuning March 15.1987 3. ee $ — $ 1,361,000 
series B — (2% malunng August 1 1982 5 — 40,000 
Sefies © 82% maturing March.31, 1989: 2. = 350,000 
On May 31, 1982 the Series A, B and C 
sinking fund debentures were redeemed 
in accordance with the provisions of 
the trust deeds. 
Senior Notes 
9.90% notes repayable in equal annual 
installments of $3,847,000 U.S. on 
August 1, each year to 1993 (1983 — 
$42:306,000 U.S) 1982 $46.153 000.US).. 2 52,201,000 56,782,000 
Bank loans 
Maturing from 1983 to 1992 with interest 
rates ranging diom 10596 tO 1596.6 ee 78,833,000 10,176,000 
Mortgages, secured debentures, conditional 
sales contracts, etc. 
Maturing from 1983 to 2005 with interest 
rates ranging from: (7otO 15.5% — 6 ___ 10,330,000 __ 12,198,000 
‘Total long-term debt. 2:2 141,364,000 80,907,000 
Less amount due within.one year. i ts 6,049,000 8,249,000 
$135,315,000 $72,658,000 
The aggregate maturities of long-term debt outstanding as of March 31, 1983 for the succeeding five years are as 
follows: 
OBA a ee ee ee $ 6,049,000 
TOBS ae ee eee $16,076,000 
19860. oo $15,876,000 
VOB Ts ee os a ee ee ee. $15,886,000 
OSB oh eee $15,859,000 


The long-term bank loans include a $70,000,000 two year revolving term facility due to expire November 2, 1983, with 
interest at prime plus one-half; repayable in seven equal annual installments of $10,000,000 commencing November 2, 
1984. 

8. MINORITY INTEREST 


Amounts making up minority interest are as follows: 


Se ee eT ew aaa S ene ee ee 
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March 31, March 31, 

1983 1982 
Preferred Shales | sa a ee a $1,460,000 $1,589,000 
Common shares and contrbuted'surplus:...0.5 3.25. 602,000 602,000 
Retained 6armingS: ee ee a 7,758,000 7,400,000 
$9,820,000 $9,591,000 


9. 


10. 


12. 


SHARE CAPITAL 


Westburne is permitted under the Canada Business Corporations Act to issue an unlimited number of first preferred 
shares, subordinated preferred shares and common shares. 


Common Shares (1) 


March 31, 1983 March 31, 1982 
Shares Amount Shares Amount 
Issuied beginning of year........ 0... ee. 10,457,218 $90,589,222 10,458,818 $90,634,722 
Adjustment of shares issued in 
exchange for common shares of 
Beye OUSIEIGE ok Se ee _— — (1,600) (45,500) 
ISSUE GREMC. Ol Cal ee 10,457,218 $90,589,222 10,457,218 $90,589,222 


(1) Exclusive of 1,237,960 shares owned by subsidiaries. 


RETAINED EARNINGS 


Long-term debt agreements impose various restrictions upon the payment of dividends by certain subsidiaries. 


. OTHER EXPENSES (REVENUES) 


Year Ended March 31, 


1983 1982 1981 
Other expenses (revenues) 
Interest long-term debt. 2. $13,073,000 $ 9,288,000 $10,817,000 
OMecinteres! 2. 20,370,000 34,564,000 20,969,000 
Interest and other investment income (1) ................ (7,204,000) (9,281,000) (6,711,000) 
(ap Ioss On assets (2) a a ee 2,577,000 (2,523,000) (2,202,000) 


$28,816,000 $32,048,000 $22,873,000 
(1) Interest and other investment income includes equity share of earnings of a 50% owned Australian drilling company, 
Westbridge Drilling Pty. Limited, 1983 — $169,000; 1982 — $485,000. 


(2) The loss on assets in 1983 includes a write-down of $2,276,000 on an investment in an affiliated company. 


INCOME TAXES 


Income tax expenses for the three years ended March 31, 1983 have varied from applying Canadian Federal and 
Provincial tax rates as follows: 


Year ended March 31, 


1983 1982 1981 
5 en ee erent 

Average Canadian income tax and rates..... $ 1,950,000 49.0 $16,481,000 49.0 $30,712,000 49.0 
Difference in effective rate on (earnings) 

losses of foreign subsidiaires ............. (2,125,000) (53.4) S112 000% 2441 (1,203,000) (1.9) 
Provincial tax credits on oil and gas income, 

capital gains reduction and other ......... (4,967,000) (124.8) (4,239,000) (12.6) (2,166,000) (3.5) 
Inventory inflation allowance ................ (2,324,000) (58.4) (2,111,000) 16.3)° ~ (1,975,000). . (3.1) 


Increase due to amortization of excess 
cost of subsidiary allocated to 
Oilkand GAS PIOpeNnicS.< Len nk as 2,049,000 51.5 2,298,000 6.8 2,337,000 ENTE 


$(5,417,000) (136.1) $20,541,000 61.0 $27,705,000 44.2 


*Arises as a result of losses on international operations (primarily in Algeria) being non-deductible for income tax 
purposes. 
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13. 


14. 


Deferred income taxes are provided for on timing differences in the recognition of revenues and expenses for income 
tax and financial statement purposes, primarily relating to depreciation and depletion and to losses of subsidiary 
companies. 


COMMITMENTS AND CONTINGENT LIABILITIES 


a) The Company has entered into lease agreements for premises and equipment and for various other assets. At 
March 31, 1983, future total minimum lease-payments are: 


NOGA ee Ce ae sae a eae ee ee ae $10,132,000 
[OG ee a ee 8,492,000 
HOBO eee eke er ee 7,045,000 
JOB ee ee 6,624,000 
TOS Be ae Ce ee es 3,450,000 
ere aen See 6,544,000 


$42,287,000 


Rent expense for the year ended March 31, 1983 was $9,949,000. 
The effect on net income if all non-capitalized financing leases were capitalized would not be significant. 


b) Contingent liabilities exist for guarantees and various suits and claims which have arisen in the normal course of 
business. In the opinion of management of the Company, the outcome of these contingencies will not have a 
materially adverse effect upon the Company's financial position. 


PENSION AND RETIREMENT PLANS 


The Company has several separate pension plans covering substantially all of its employees. The total pension 
expense for the plans was: 1983 — $614,000, 1982 — $1,290,000, 1981 — $1,459,000, 1980 — $1,482,000 and 1979 
— $1,331,000, and includes an additional payment to accelerate the amortization of past service liabilities in 1979 of 
$280,000. Annually, the Company makes the maximum tax-deductible contribution to the plans. 


A comparison as at January 1, 1983 of accumulated benefits and net assets for the Company's pension plans is 
presented below: : 


Actuarial present value of accumulated plan benefits: 


VOStOG os ee ae i ee $32,975,780 
NORAVEStO Ce hee ee le BENG: 
$34,148,026 


Net-assets availablevionbehelits. 3 ee $39,593,410 


The assumed rate of return used in determining the actuarial present value of vested and non-vested accumulated plan 
benefits is 7% per annum, compounded annually. Net assets are stated at market value. 


. FOREIGN OPERATIONS 


Algeria 


The Company began operating in Algeria in 1975, initially on a four year contract with subsequent one and two year 
extensions. This contract was not renewed and the contract expired on May 29, 1982. The four rigs were released 
during the period November, 1981 to March, 1982 in order that the rigs could be dismantled, packaged and exported 
within the contract period as required. In 1982, a provision for loss on termination of $14,683,000 was made to cover 
costs of termination pay for Algerian nationals, moving costs to port of export and on-going costs from the time the rigs 
ceased -to operate. This loss on termination was not deductible for income tax purposes. At March 31, 1983, the 
Company had completed export of the majority of the drilling equipment. 


16. ACQUISITIONS 


In January, 1980, Westburne acquired 51.3% of the outstanding shares of Peyto Oils Ltd. On May 1, 1980 Westburne 
made an offer to acquire all the remaining outstanding Peyto common shares either for cash at a price of $22.75 per 
share or in exchange for common shares of Westburne at the rate of 0.8 of a Westburne common share for each 
common share of Peyto sent in for exchange. During the year ended March 31, 1981, Westburne was successful under 
the exchange offer in acquiring the remaining outstanding common shares of Peyto. 


Shares Cost of Investment 
Siares acquired for cashWanualy: 1980 e228. ee ee 1,469,890 $33,954,000 
Shares acquired for cash under the exchange offer....................... 117,020 2,662,000 
Shares acquired in exchange for 1,184,778 Westburne shares under 
HC OMe ANGe ONCh yk ie ee 1,480,973 33,693,000 


3,067,883 $70,309,000 


The acquisition of Peyto Oils Ltd. has been accounted for on the purchase basis and the excess purchase price of 
$55,154,000 has been allocated to oil and gas properties and is amortized on a unit-of-production basis. 
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SUPPLEMENTAL FINANCIAL INFORMATION 


The following data are provided to comply with certain requirements of the United States Securities and Exchange 
Commission (SEC). 


A. SUMMARY OF DIFFERENCES BETWEEN CANADIAN AND UNITED STATES ACCOUNTING PRINCIPLES (AUDITED) 


The Company follows accounting principles generally accepted in Canada and differences exist between those 
generally accepted in Canada and those applicable in the United States in the following respects: 


(a) 


The Company in using the full cost method of accounting for its oil and gas properties has one worldwide pool of 
assets. See Note 1(e) of the Notes to the Consolidated Financial Statements. In the United States use of the full 
cost method would require that cost centers be established on a country-by-country basis. The application of the 
country-by-country full cost method would result in an additional write-off of $5,589,000 for March 31, 1982 and 
$12,884,000 for March 31, 1983. These amounts represent a write-down of full cost pools because of a required 
limitation on capitalized costs. 


The arms-length negotiations over the price per share paid to the shareholders of Peyto Oils Ltd. (see Note 16 of the 
Notes to Consolidated Financial Statements) resulted in a valuation for oil and gas properties that was substantially 
higher than the valuation permitted under SEC rules. Pursuant to SEC rules the difference between these 
valuations was attributed to goodwill instead of oil and gas properties and is being amortized on a unit of 
production basis. 


Under United States generally accepted accounting principles and the provisions of Financial Accounting 
Standards Board (F.A.S.B.) Statement No. 8, unrealized gains or losses on foreign currency translations were 
included in earnings. In December 1981 F.A.S.B. Statement No. 52 on foreign currency translation was issued to 
replace F.A.S.B. Statement No. 8. The Company adopted F.A.S.B. Statement No. 52 in 1982 with the result that 
assets and liabilities of foreign operations are translated at current rates and the unrealized gain or loss is shown as 
a separate item in the shareholders’ equity section of the balance sheet. 


The Company has recognized future tax reductions resulting from loss carry-forwards incurred by its United States 
subsidiaries in the construction equipment and supplies business. Under United States generally accepted 
accounting principles such recognition of future tax reductions is not permitted until the loss carry-forwards are 
actually realized, unless such realization is assured beyond any reasonable doubt at the time the loss 
carry-forwards arise. 


The effect on the consolidated balance sheet due to differences between accounting principles generally accepted in 
Canada and those applicable in the United States is summarized as follows: 


As Reported 
Under Under 
Canadian United States 
Accounting Increase Accounting 
Principles (Decrease) Principles 


March 31, 1983 


Fixed assets including oil and gas properties........... 


$355, 163,000 $(24,012,000) $331,151,000 


Accumulated depreciation and depletion .............. 128,669,000 6,407,000 135,076,000 
OIner assets ree a ee 4,932,000 122,000 5,054,000 
GOOdWillis os sak jes ees Oe ee — 16,973,000 16,973,000 
Deferred incomettaxes: = Sie ee, 21,979,000 6,687,000 28,666,000 
Unrealized foreign currency translation loss ............ 12,022,000 (12,022,000) — 
Unrealized loss on foreign currency translation separate 

item in shareholders’ equity (F.A.S.B. No. 52)) ........ — 1,722,000 1,722,000 
Retained :earningS sect ne ee a 136,572,000 (30,311,000) 106,211,000 


March 31, 1982 
Fixed assets including oil and gas properties........... 
Accumulated depreciation and depletion .............. 
@INCASSEISs se 
OOO WIE eee en Oe ae ee 
BEeneG INCOME 1TaXeS. 2.2. so ee 
Unrealized foreign currency translation loss ...,........ 
Unrealized loss on foreign currency translation separate 
item in shareholders’ equity (F.A.S.B. No. 52)) ........ 
RelaMeGeamninGS 62 ia ee i 


As Reported 
Under 
Canadian 
Accounting 
Principles 


$336,506 ,000 
108,024,000 
5,064,000 
24,884,000 
10,329,000 


132,059,000 


Increase 


(Decrease) 


$(1 1,529,000) 
6,694,000 
116,000 
18,682,000 
393,000 
(10,329,000) 


314,000 
(9,833,000) 


Under 
United States 
Accounting 


Principles 


$324,977 ,000 
114,718,000 
5,180,000 
18,682,000 
25,277,000 


314,000 
122,226,000 


The effect on earnings of the above differences between acounting principles generally accepted in Canada and those 
applicable in the United States is summarized as follows: 


Year Ended March 31 


pee en es 
Earnings — Canadian accounting principles ............. $ 8,711,000 $11,675,000 $33,044,000 
Foreign currency translation (F.A.S.B. No. 8) ............. _ _ (800,000) 
Foreign currency translation (F.A.S.B. No. 52) ............ (907,000) (1,704,000) = 
Country-by-country full cost method ..................... (12,884,000) (5,589,000) — 
BelemeC Income lake a ee Ge es (6,687,000) — = 
Earnings (loss) — United States accounting principles .... $(11,767,000) $ 4,382,000 $32,244,000 
Earnings (loss) per common share — 
United States accounting principles ................... $ (1.12) $ 0.42 $ 3.30 


LONG-TERM DEBT RESTRICTIONS (AUDITED) 


Long-term debt instruments of certain subsidiaries contain covenants which restrict the distribution of funds to 
Westburne by way of dividends, loans or advances. At March 31, 1983 the total net assets subject to restriction were 
$66,410,000. 


SELECTED QUARTERLY FINANCIAL INFORMATION (UNAUDITED) 
(Thousands of Canadian Dollars except per share data) 


June 30, Sept. 30, Dec. 31, Mar. 31, 
1982 1982 1982 1983 Full year 

Year ended March 31, 1983: 

Operating revenues ................. $279,082 $268,654 $276,472 $253,453 $1,077,661 

@osis and expenses: 2.524... 5.40. 277,641 268,208 276,918 257-81 1,080,584 

Netieamings. (OSS) es..2. 25 ea... 3,336 2,076 2,130 1,169 8,711 

Cash flow from operations ........... 9,904 7,447 (oer 4,251 28,929 
Net earnings per common share........ 0.32 0.20 0.20 0.14 0.83 
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(Thousands of Canadian Dollars except per share data) 


June 30, Sept. 30, Dec. 31, Mar. 31, 
CU ee eNO 
Year ended March 31, 1982: 
Operating revenues... $307,930 $344,483 $342,342 $298,126 $1,292,881 
Costs and expenses 40) 2 4. 297,968 831.237 329,788 312,061 1,271,054 
Net eGamings (loSS): 3.2 ee SRT SVE 8,501 6,962 (11,415) 11,675 
Cash flow from operations ........... 14,883 15,918 15,049 (3,178) 42,672 
Net earnings per common share........ 0.70 0.81 0.67 (1.06) VA2 


(1) Costs and expenses in the last quarter ended March 31, 1982 include provision for loss on termination of a drilling 
contract in Algeria of $14,683,000. Earnings and cash flows for the quarter are also reduced by the provision. 


OIL AND GAS PRODUCING ACTIVITIES (UNAUDITED) 


In 1983, the Company adopted the Statement of Financial Accounting Standards (SFAS) No. 69 “Disclosures About 
Oil and Gas Producing Activities.” The information required by SFAS No. 69 are discussed below and detailed in 
Tables (a) through (f). 


The reserve quantity valuation estimates included in the following tables have been based upon reports of McDaniels 
and Associates Ltd. with respect to Canadian reserves and certain United States reserves and Lee Keeling and 
Associates Inc. with respect to the balance of the United States reserves. 


Estimated quantities of proved developed reserves of crude oil (including natural gas liquids) and natural gas are 
disclosed net after royalty. Proved reserves are estimated quantities of reserves which geological and engineering data 
demonstrate with reasonable certainty to be recoverable in future years from known reservoirs under existing economic 
and operating conditions. Proved developed reserves are expected to be recovered from existing wells with existing 
equipment and operating methods. Values are computed by applying current prices and costs adjusted only for fixed 
and determinable contractual escalation and for prices established by the Federal/Provincial Energy Pricing and 
Taxation Agreements. Future net revenues are discounted at a rate of 10%. 


The estimated impact of major factors affecting annual charges in proved reserves are described below: 


(1) “New Field Discoveries and Extensions’ represents proved reserves added from drilling exploratory and 
development wells; 


(2) “Change in Prices of Oil and Gas, Net of Related Lifting Costs” represents the approximate effect of changes from 
one period to the next in the prices and lifting costs. 


(3) “Accretion of Discount” is computed by applying 10 percent to the standardized measure of discounted net cash 
flows before income taxes as of the beginning of the year in recognition of the increase resulting from the impact of 
the passage of time on the discounted cash flow approach to the valuation of the proved reserves; 


(4) “Provision for Income Taxes” has been calculated using the income tax rates as calculated after making provision 
for the tax base for oil and gas properties, non-deductible crown royalties and taxes, resource allowance and 
provincial tax credits. 


The Company emphasizes the estimates included in the following tables are by their nature inexact and are subject to 
changing economic, operating and contractual conditions. Some of the amounts may not agree with amounts reported 
under similar headings presented elsewhere in this Report due to categorization of costs by SFAS No. 69. United 
States reserve values have been converted to Canadian dollar equivalents at rates in effect during the respective 
reporting periods. 


Table (a) Estimated quantities of oil and gas reserves: 


oe ene Uilled wisest 
Oil Gas Ol ee Gas Oil Gas 
Os) ne) bbs) me) MODIS) (met) 
Proved developed and 
undeveloped reserves: 
Balance March 31, 1980.......... 5,689,000 39,596,000 100,000 2,666,000 5,789,000 42,262,000 
Revision of previous 
BotMaleG eee eS 64,000 2,242,000 187,000 (189,000) 251,000 2,053,000 
Purchase of reserves............. — ae ace ae Se a 
Extensions, discoveries and 
@iheradditionS. 2.5.0.4... 106,000 1,114,000 31,000 420,000 137,000 1,534,000 
ROGUCHON es ee or le ed (526,000) (1,955,000) (56,000) (343,000) (582,000) (2,298,000) 
Balance March 31, 1981.......... 5,333,000 40,997,000 262,000 2,554,000 5,595,000 43,551,000 
Revision of previous 
SSUMGIES ee ee ee a (335,000) (8,657,000) 30,000 1,595,000 (305,000) (7,062,000) 
Purchase of reserves............. — se i aos See = 
Extensions, discoveries and 
ONCE AddOns <6 Ga. te .. 9,000 297,000 80,000 181,000 89,000 478,000 
RIOGUCIIONie: <a e (452,000) (2,033,000) (101,000) (583,000) (553,000) (2,616,000) 
Balance March 31, 1982.......... 4,555,000 30,604,000 271,000 3,747,000 4,826,000 34,351,000 
Revision of previous 
Estimates 23. ee. 257,000 4,701,000 23,000 (467,000) 280,000 4 234,000 
Purchase of reserves............. ss os = =: es — 
Extensions, discoveries and 
otheradditions. = 5 es . 234,000 272,000 10,000 724, 000 244,000 996,000 
RIGGUCHONG 7 ee (475,000) (2,290,000) (94,000) (636,000) (569,000) (2,926,000) 


Balance March 31, 1983.......... 4,571,000 33,287,000 210,000 3,368,000 4,781,000 36,655,000 


Note: Oil production volumes for Canada for 1981 and 1982 have been reduced to be consistent with 1983's reporting. Any 
changes have been reflected in revisions to previous estimates. 
Proved developed reserves: 


Balance March 31, 1980.:........ 5,689,000 35,405,000 100,000 2,666,000 5,789,000 38,071,000 
Balance March 31, 1981.......... 5,333,000 36,824,000 262,000 2,554,000 5,595,000 39,378,000 
Balance Marcha, 19820 ...4.- 5.5 4,555,000 30,604,000 271,000 3,747,000 4,826,000 34,351,000 
Balance March 31, 1983.......... 4,571,000 33,287,000 210,000 3,368,000 4,781,000 36,655,000 


Table (b) Capitalized costs relating to oil and gas producing activities as at March 31, 1983, 1982 and 1981: 


(Thousands of Canadian Dollars) 


United 
Canada States Other Total 
1983 
BEESON ODGINGS ty foal ua San sek Gels c dco es OME $ 98,725 $ 36,470 $ — $135,195 
MI OLOVECIDTODEMICS uate x hen, ene nne ean es pig etme 6,503 3,366 12,479 22,348 
Rte ere ee er er IN ae MY eee, $105,228 $ 39,836 $ 12,479 $157,543 
Accumulated depreciation, depletion and amortization .... $ 33,760 $ 8,638 $ 4,218 $ 46,616 
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(Thousands of Canadian Dollars) 


United 
Canada States Other Total 

1982 

RIOVEC: DIODEMICS 5 ee A re $ 96,230 $ 29,678 $0 — $125,908 
Unproved properties. a ie 6,174 3,042 9,392 18,608 
Ota ee Re $102,404 $ 32,720 $9392 $144,516 
Accumulated depreciation, depletion and amortization .... $ 26,828 $ 5,403 G -3,156 $ 35,389 
1981 

Proved DOpeltieS:., 4 oars oe $ 95,215 $ 21,446 $4 = $116,661 
Wiproved: propenlleses <0 a a 4,192 2220 8,482 14,899 
TOL eee ee oe See $ 99,407 $ 23,671 $ 8,482 $131,560 
Accumulated depreciation, depletion and amortization .... $ 20.557 S 2.608 $32,421 $ 25,361 


Table (c) Costs incurred in oil and gas property, exploration and development activities for the years ended March 31, 
1983, 1982 and 1981: 


(Thousands of Canadian Dollars) 


United 
Canada States Other Total 
1983 
Capitalized costs incurred 
Property acquisition costs 
Unproveds 3. ic Gre a $ = 450 $. 644 $ — $ 1,094 
PROVOG ss o.56 ee eS ee a ee — — — — 
Exploration: COSIS: = Se Ae ee Aon 974 3,499 5,864 
DevelopMent.cOStS 2 te 2,140 5;222 — 7,362 
Total ee Ce er ee o 3,00) $ 6,840 $ 3,499 $ 14,320 
1982 
Capitalized costs incurred 
Property acquisition costs 
UMDFOVED Sc ee $1376 $ 976 $ — $+ 2,352 
PIOVEO a pon ee Ne ee Pa tees. — 4 — 4 
Exploration COSIS. <<. 1,165 8,716 909 5,790 
DeVelODMent COSISs ee a ie 1,873 4,839 — 6,712 
TOL esi ee $ 4,414 S$. 91585 $ 909 $ 14,858 
1981 
Capitalized costs incurred 
Property acquisition costs 
Unproved?) sa to, are ee na: eae cee etna $ 1,442 $ 1,280 $ — $: 22,f22 
PHOVOG 32 Wy i ees ee ure scl eae ue et oa se — 9 — 9 
exploration iCOSISas 2a cm oe Saat Sug at) aot 2,964 4,391 1a Are 8,532 
Development COSIS asus ee ay ee calor roe: 1;Ova 5,095 — 7,066 


TOR A Meesg crete sy Wap ep Ae Sam Sra 16 oc OH a eee S O30t $ 10,775 Sat hee $ 18,329. 


Table (d) Results of operations for producing activities for the years ended March 31, 1983, 1982 and 1981: 


(Thousands of Canadian Dollars) 


United 
Canada States Other Total 

1983 | 

Pane Cac Sales 2. cs ss et ee $ 19,813 $ 4,989 $ — $ 24,802 
MOCCCHOM UNIMOG) COSTS 4. ae 5,294 955 — 6,249 
Depreciation, depletion and amortization ................ 6,997 O237 1,061 11,295 
Earnings (loss) before income taxes..................005 ese. 797 (1,061) 7,258 
Income tax expense (recovery) ......... 0.2... eee eee on (1,013) ss 499 
Perens (OsSh on ie ee es es $ 6,010 $ 1,810 $ (1,061) 3. 6/59 
1982 

Me es SOS ee $ 14331 ¢ 9,305 $ — $ 19,636 
Oe, iting) costs. 4,675 796 — 5,471 
Depreciation, depletion and amortization ................ 6,595 Sy (oleith 739 10,991 
Earnings (loss) before income taxes...........-......... 3,061 852 (739) 3,174 
Income tax expense (reCOVery) .. eo eee ee 750 (684) a 66 
PISMEOUMMNOS (lOSS)e ee a a ee $2311 5 1-536 Si — (739) $ 3,108 
1981 

BPANGGaS Sales on a | $ 14,252 $ 3,168 ee $ 17,420 
Production (lifting) costs ...... ee eee ee 3,506 990 — 4 496 
Depreciation, depletion and amortization ................ oo 0402 ele Pea) Oe 
Earnings (loss) before income taxeS.................2.-. 4,344 964 (610) 4 698 
Income tax expense (recovery) ........6 2... eee eee GAL eo el ser 2 038 
NEGCATIMNGS (IOSS) oc eos ah eee $ 2,497 $ 773 $ (610) $ 2,660 


Table (e) Standardized measure of discounted future net cash flows relating to proved oil and gas reserves at March 31, 
1983, 1982 and 1981: 


(Thousands of Canadian Dollars) 


United 
Canada States Total 

1983 
POOR ASTISIMIO WS oer ee eee ee ee eee Ae ee $195,251 G21 254 $216,505 
Future costs 

PAN OGIUG TRON ceca cern Sue eR ese ee eee, OS eer 81,344 5,542 86,886 

DEV EIODIMCRUCOSISE er chon aes oat ee ne ee olen oes 155885 135 15,470 
Future net cash flows before: Income taxes 23.6. 6. 2 ee es 98,572 Wey Sey 114,149 
UUKGORINGOMICTaAXCOe sores errant, ee ea Ce ea ae ne 353976 Ss 35,976 
FRiPONMeTCASIIIOW Gee oc oe ee ree Cs Pe eae ee eae 62,596 1S. 57% 78,173 
PROP SeCHSC OU a OLOlpes oe ne os ee han. Wheneem eet paren eo ed ox 32,037 4,631 36,668 


Standardized measure of discounted future net cash flows............... $ 30,559 $ 10,946 § 41,505 
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(Thousands of Canadian Dollars) 


Canada 

1982 
Future CaShiInflOowsS fae eer ee ee $202,927 
Future costs 

PIOGUCTION Coe eee ee es ee eee Leena ae eee 79,210 

DeveloomenticOsiS 5.3) sc ive ea eae ene __ 13,832 
Future net cash flows before income taxeS ......... 0.0... cc e eee ee eee ee 109,885 
Future INCOME tAxeS ee ee i eee ee = aeooe 
Future net CashstlowS se 67,327 
10%: GISCOUNETACION se __ 34,695 
Standardized measure of discounted future net cash flows............... $232:662 
1981 
Future: CaShInlOWSes 33 co $208,350 
Future costs 

PrOduGHON 2 ee 70,212 

Development COSIS  .. a 7,066 
Future net Cash:flows before income taxes: =... AO OL2: 
FULUFE INCOMC TAXeCS S65. ee ee ene 50,330 
Futures net: Cash OWS ses es ee ee ee ee 80,742 
TOS GISCOUNT TACO a ee ee At Si 


Standardized measure of discounted future net cash flows............... $ 39,371 


United 


States 


$ 24,481 


4,902 
163 


19,416 


19,416 


7,228 


$ 12;188 


$ 19,053 


4,301 
74 


14,678 


14,678 


3,330 


$ 11,348 


Total 


$227,408 


84,112 


13,995 


129,301 


42,558 


86,743 
41,923 


$ 44,820 


$227,403 


74,513 


7,140 


145,750 


50,330 


95,420 
44,701 


$ 50,719 


Table (f) Changes in standardized measure of discounted future net cash flow related to proved oil and gas reserves for the 


years ended March 31, 1983, 1982 and 1981: 


(Thousands of Canadian Dollars) 


Canada 

1983 
Standardized measure before income taxes, beginning of year........... $ 53,528 
Revision to reserves proved in prior years 

Revision of quantity estimates) 6 6,577 

Change in prices of oil and gas, net of lifting costs .................... 567 
Accretion, OL dISCOUNT: ee ee ee 5,603 

12,497 

New field discoveries and extensions, net of future production 

and development COS(Ss 5, ve ee ee ee 3,748 
Development costs incurred during period which reduced 

future development COSISac. te es ae ere ee 1,415 
PUCNASES OLICSEIVES ictus oe ce hey oe eee — 
Sales Of TESCIVES a ea cee eS eee cae ences lad ere — 
Production: -MetUORIRING: GOSIS: sae ee obama ear era (14,519) 
Chahiges in: production rates and other as. Se ei ee eee et (8,410) 
Standardized measure before income taxeS............00 0.00 cece eee 48,259 
PIOVISIONMOPINCOMETAXCS Water ice. siete ie re ieee ot eee ee 17,700 


Siandaraized measure, endohiyear <2 oe ee a eee ea ee $ 30,559 


United 


States 


$ 12,188 


(510) 
433 


eh) 


1,142 


1,648 


234 


(4,034) 
(232) 


10,946 


$ 10,946 


Total 


$ 65,716 


6,067 
1,000 


6,572 


13,639 


5,396 


1,649 


(18,553) 


(8,642) 


59,205 
17,700 


$ 41,505 


1982 


Standardized measure before income taxes, beginning of year........... 


Revision to reserves proved in prior years 


Revision of quantity estimates ... 


Change in prices of oll and gas, net of lifting costs .................... 


ACCTElION OF CISCOUNt... 2 222. Se. 


New field discoveries and extensions, net of future production 


and development costs......... 


Development costs incurred during period which reduced 


future development costs ....... 
yurcnases OLFEServes . 2... 
Sales Of feSeErveS . 0... 


Production, net of lifting costs ..... 


Slranges In production rates and other... 2. 2) 2 


Standardized measure before income taxes..... a eee eee 


Provision for income taxes ........ 


Standardized measure, end of year 


1981 


Standardized measure before income taxes, beginning of year........... 


Revision to reserves proved in prior years 


Revision of quantity estimates ... 


Change in prices of oil and gas, net of lifting costs .................... 


ecretionol GiscOuUnt..... 2... 


New field discoveries and extensions, net of future production 


and development costs......... 


Development costs incurred during period which reduced 


future development costs ....... 
Purchases of reserves............ 
SACS OLNESEIVES oe 


Production, net of lifting costs ..... 


Changesin productionrates and Other. a 


Standardized measure before income taxeS........... 0.0. e ee eee eee 


Provision for income taxes ........ 


Standardized measure, end of year 


(Thousands of Canadian Dollars) 


United 


- Canada States 


$ 63,680 $ 11,348 


(9,254) 1,407 
6,147 1,170 
6,132 1,135 
3,025 3712 
608 1,566 
1,199 2,012 
(9,656) (4,509) 
(5,328) (1,941) 
53,528 12,188 
20,896 as 


Total 


$ 75,028 


(7,847) 
7,317 


7,267 


6,/37 


2,174 


3,211 


(14,165) 


(7,269) 


65,716 
20,896 


$ 44,820 


$ 49,488 $ 7,234 


4,605 1,870 
15,836 3,516 
4,949 723 
25,390 6,109 
1,158 519 
4,500 4,898 
(10,746) (2,178) 
(3,110) (5,234) 
63,680 11,348 
24,309 ee 
$ 39,371 $ 11,348 


$ 56,722 


6,475 
19,352 


5,672 


31,499 


1,677 


6,398 


(12,924) 


(8,344) 


75,028 
24,309 


$090,719 
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TEN YEAR SUMMARY 


(Thousands of Canadian Dollars except per share data) 


Year ended March 31 


OPERATING 
Operating revenues 


Construction equipment and Supplies ...................40.. 
Petroleum industry services and supplies .................... 
Oll-and gas exploration:and production... 3. 


Net earnings applicable to common shares ..................5. 


Per common share outstanding (2) (6) 


Basic CarningSet ta sie ee er eee 
Fully diluted eanmingS. 4. 0 oe. 
Cashitlow, (Om OPeralionSs 3a ee 


DIVIDENDS 


Percommon:share (6) a2 ee 


FINANCIAL 


Receivablesi ov. sae o ee ey ee 
IVEMTOHOS eee a ee er ee ee 
Working Capitalcc. 2s a ee 
Capital expenditures (4)... ee 
Fixed assets, net of depreciation and depletion................. 
TotaliaSSetS: eae ee ee oui noe 
Long temmcdebtte.. sf ts se ey ee ey 
Redeemable preferred shares 3.25 ee 
Common:shareholders equily #55052 
Equity per common share (6) (6)... 


3) Includes $0.625 special dividend in 1979. 

4) Includes acquisition of Petyo Oils Ltd. in 1981 and 1980. 
(5) Based on common shares outstanding at year end. 
6) 


1982 


Number of common shares outstanding.(6) 375.0. 22 


1983 
$ 913,594 $1,040,808 
138,476 231,620 
ZOsO9 | 20,453 
1,077,661 1,292,881 
SVAN Ti 6ro 
0.83 At2 
0.83 Tel2 
28,929 42,672 
$0.40 $0.70 
$ 175,671 $215,063 
174,612 187,428 
» 142,544 79,884 
23,418 49,542 
226,494 228,482 
623,771 677,786 
135,315 72,658 
232,487 227,974 
22.23 21.80 
10,457,218 10,457,218 


1) Results of certain prior years have been restated to reflect adjustments to previously reported operating results. 
(2) Based on weighted number of common shares outstanding during the year. 


After giving retroactive effect to the 2 for 1 split of the common shares effective August 31, 1979. 


1981 


$ 895,408 
254,897 
18,303 
1,168,608 
33,044 


3.39 
3.39 
62,801 


$0.70 


$ 215,864 
174,537 
102,011 

84,539 
214,027 
655,793 

79,898 
223,695 

21.39 


10,458,818 


1980 1979 1978 LOTT 1976 I SYAS 1974 


752,784 $ 426,118 $ 341,222 $ 311,436 $ 274,665 $ 249,273 $ 189,164 
189,295 183,140 135,345 105,698 78,353 57,090 43,657 
8,588 6,689 6,099 5,361 4,928 4,125 2,509 
~ 950,667 615,947 482,666 422,495 357,946 310,488 235,330 
25,801 23,935 15,943 8,870 8,610 9,317 4,937 
3.32 3.14 2.18 eer 1.30 1.45 0.80 
3.32 3.08 2.05 1.14 peu) EUS) 0.66 
45,718 41,965 29,059 21,067 20,631 16,729 11,397 
$0.70 $1.00 — — — — — 
192,173 $ 132,178 $ 84,954 $ 74,437 $ 64,264 $ 56,423 $ 48,838 
159,049 111,523 67,302 62,496 57,031 49,461 42,910 
69,861 82,461 35,151 31,296 29,667 3439.1 24,204 
71,098 21,196 14,563 13,953 43,038 41,105 16,242 
163,875 104,068 98,070 Sey aka At 857, 81,437 48,639 
558,145 393,336 290,972 273,284 264,357 213,934 155,445 
101,728 86,498 50,793 62,271 84,051 62,390 31,068 
— — 1,215, Wess) ood 6,648 6,902 
115,459 95,094 77,945 60,986 51579 40,310 31,472 
14.86 12.23 10.53 8.42 7.46 6.47 5.06 


7,772,440 7,172,440 7,402,808 7,242,608 6,912,658 6,233,034 6,218,544 
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